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(2) The Certificate of Independence,
which must be executed in the form
prescribed in appendix A to this part.

(e) Determination. If the Director de-
termines that the current relation-
ships, if any, between the interested
party and the independent trustee do
not violate the independence require-
ments, these relationships will be dis-
closed in an annex to the trust instru-
ment. No additional relationships with
the independent trustee may be estab-
lished unless they are approved by the
Director.

(f) Approval of the trustee. If the Di-
rector determines that the proposed
trustee meets applicable requirements,
the Office of Government Ethics will
send the interested parties and their
representatives a letter indicating its
approval of a proposed trustee.

(g) Revocation. The Director may re-
voke the approval of a trustee or any
other designated fiduciary pursuant to
the rules of subpart E of this part.

(h) Adding fiduciaries. An independent
trustee may employ or consult other
entities, such as investment counsel,
investment advisers, accountants, and
tax preparers, to assist in any capacity
to administer the trust or to manage
and control the trust assets, if all of
the following conditions are met:

(1) When any interested party or any
representative of an interested party
learns about such employment or con-
sultation, the person must sign the
trust instrument as a party, subject to
the prior approval of the Director;

(2) Under all the facts and cir-
cumstances, the person is determined
pursuant to the requirements for eligi-
ble entities under paragraphs (a)
through (f) of this section to be inde-
pendent of an interested party with re-
spect to the trust arrangement;

(3) The person is instructed by the
independent trustee or other des-
ignated fiduciary not to disclose pub-
licly or to any interested party infor-
mation which might specifically iden-
tify current trust assets or those assets
which have been sold or disposed of
from trust holdings, other than infor-
mation relating to the sale or disposi-
tion of original trust assets in the case
of the blind trust; and

(4) The person is instructed by the
independent trustee or other des-
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ignated fiduciary to have no direct
communication with respect to the
trust with any interested party or any
representative of an interested party,
and to make all indirect communica-
tions with respect to the trust only
through the independent trustee, pur-
suant to §2634.408(a).

§2634.406 Initial portfolio.

(a) Qualified blind trust. (1) None of
the assets initially placed in the port-
folio of the blind trust shall include as-
sets the holding of which by any inter-
ested party would be prohibited by the
Act, by the implementing regulations,
or by any other applicable Federal law,
Executive order, or regulation.

(2) Except as described in paragraph
(a)(1) of this section, an interested
party may put most types of assets
(such as cash, stocks, bonds, mutual
funds or real estate) into a qualified
blind trust.

(b) Qualified diversified trust. (1) The
initial portfolio may not contain secu-
rities of entities having substantial ac-
tivities in the employee’s primary area
of Federal responsibility. If requested
by the Director, the designated agency
ethics official for the employee’s agen-
cy shall certify whether the proposed
portfolio meets this standard.

(2) The initial assets of a diversified
trust shall comprise a widely diversi-
fied portfolio of readily marketable se-
curities.

(i) A portfolio will be widely diversi-
fied if:

(A) The value of the securities con-
centrated in any particular or limited
economic or geographic sector is no
more than twenty percent of the total;
and

(B) The value of the securities of any
single entity (other than the United
States Government) is no more than
five percent of the total.

(ii) A security will be readily mar-
ketable if:

(A) Daily price quotations for the se-
curity appear regularly in newspapers
of general circulation; and

(B) The trust holds the security in a
quantity that does not unduly impair
liquidity.

(iii) The interested party or the par-
ty’s representative shall provide the
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Director with a detailed list of the se-
curities proposed for inclusion in the
portfolio, specifying their fair market
value and demonstrating that these se-
curities meet the requirements of this
paragraph. The Director will determine
whether the initial assets of the trust
proposed for certification comprise a
widely diversified portfolio of readily
marketable securities.

(iv) The independent trustee shall
not acquire additional securities in ex-
cess of the diversification standards.

(c) Hybrid qualified trust. A qualified
trust may contain both a blind port-
folio of assets and a diversified port-
folio of assets. The Office of Govern-
ment Ethics refers to this arrangement
as a hybrid qualified trust.

§2634.407 Certification of qualified
trust by the Office of Government
Ethics.

(a) General. After the Director ap-
proves the independent trustee, the
employee or a representative will pre-
pare the trust instrument for review by
the Director. The representative of the
interested party will use the model
documents provided by the Office of
Government Ethics to draft the trust
instrument. Any deviations from the
model trust documents must be ap-
proved by the Director. No trust will be
considered qualified for purposes of the
Act until the Office of Government
Ethics certifies the trust prior to exe-
cution.

(b) Certification procedures. (1) After
the Director has approved the trustee,
the interested party or the party’s rep-
resentative must submit the following
documents to the Office of Government
Ethics for review:

(i) A copy of the
unexecuted trust instrument;

(ii) A list of the assets which the em-
ployee, spouse, or minor or dependent
child proposes to place in the trust;
and

(iii) In the case of a pre-existing trust
as described in §2634.409 of this subpart
which the employee asks the Office of
Government Ethics to certify, a copy
of the pre-existing trust instrument
and a list of that trust’s assets cat-
egorized as to value in accordance with
§2634.301(d).
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(2) In order to assure timely trust
certification, the interested parties and
their representatives shall be respon-
sible for the expeditious submission to
the Office of Government Ethics of all
required documents and responses to
requests for information.

(3) The Director will indicate that he
or she has certified the trust in a letter
to the interested parties or their rep-
resentatives. The interested party and
the independent trustee may then exe-
cute the trust instrument.

(4) Within thirty days after the trust
is certified under this section by the
Director, the interested party or that
party’s representative must file with
the Director a copy of the executed
trust instrument and all annexed
schedules (other than those provisions
which relate to the testamentary dis-
position of the trust assets), including
a list of the assets which were trans-
ferred to the trust, categorized as to
value of each asset in accordance with
§2634.301(d).

(5) Once a trust is classified as a
qualified blind or qualified diversified
trust in the manner discussed in this
section, §2634.310(b) applies less inclu-
sive financial disclosure requirements
to the trust assets.

(c) Certification standard. A trust will
be certified for purposes of this subpart
only if:

(1) It is established to the Director’s
satisfaction that the requirements of
section 102(f) of the Act and this sub-
part have been met; and

(2) The Director determines that ap-
proval of the trust arrangement as a
qualified trust is appropriate to assure
compliance with applicable laws and
regulations.

(d) Revocation. The Director may re-
voke certification of a trust pursuant
to the rules of subpart E of this part.

§2634.408 Administration of a quali-
fied trust.

(a) General rules on communications be-
tween the independent fiduciaries and the
interested parties. (1) There shall be no
direct or indirect communications with
respect to the qualified trust between
an interested party or the party’s rep-
resentative and the independent trust-
ee or any other designated fiduciary
with respect to the trust unless:
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